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The following constitutes the reasons for this bill and the purposes which are sought to be
accomplished thereby:

LB 386 repeals all sales exemptions on the sales of tangible personal property beginning on
January 1, 2010. On January 1, 2015, unless the date is extended by the Legislature in the
meantime, the current exemptions are reinstated. Through the repeal of sales tax exemptions, the
balance of the state General Fund isincreased significantly.

The bill distributes the surplusin the General Fund in the following ways:

1. The state salestax rateislowered from 5.5% to 4.73% on July 1, 2010. On July 1,
2015, unless the date is extended by the Legislature in the meantime, the sales tax rate
would go back to the current rate. The bill does not change local sales tax rates nor
restrict any increase in local salestax receipts that might result under the bill.

2. The Property Tax Credit Act isfunded with the amount needed to credit the total
property tax liability of all property taxpayers on property tax statements mailed in
2010 for payment in 2011 and for the four years following that year, unless extended by
the Legidature in the meantime. Thetotal amount of property taxes due by property
taxpayersfor that five-year period would be $0 each year.

3. Beginning January 1, 2010 motor vehicle registration fees and taxes assessed when a
motor vehicleisregistered shall be $0 each year until January 1, 2015 when the current
fees would be reinstated, unless extended by the Legislature in the meantime.

4. The corporateincometax rate for taxes due after January 1, 2010 until January 1, 2015
shall be $0. After that, the current rates are reinstated, unless extended in the meantime
by the Legidlature.
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